Since its independence in 1991, the Kyrgyz Republic has taken steps to liberalize its economy and adopt political reforms with the aim of promoting sustained economic growth. The Kyrgyz Republic was one of the first former Soviet republics to implement economic reforms and to move toward a market-based economy. This was marked in 1998 with its accession to the World Trade Organization, allowing for greater trade with China and other bordering countries and more recently, with the accession to the Eurasian Economic Union (EEU) in 2015. In addition, in 1993, the country adopted a new constitution and transitioned toward a parliamentary democracy. 1 2.
The multiple economic and political reforms implemented, together with regional and global trends, have sharply changed the structure of the economy in the Kyrgyz Republic. After the fall of the Soviet Union, a lack of jobs caused workers to shift from urban and industrial jobs to the agricultural sector, more as a coping strategy than because of attractive wages or benefits. 2 However, by the early 2000s, the agricultural sector had begun to deteriorate because of overgrazing, low levels of investment, and a lack of imported feed. The inevitable result is the drop in agricultural employment from 54 to 37 percent of total employment between 2003 and 2012. 3 Migration, overwhelmingly to the Russian Federation, became a jobs strategy for households in the mid-2000s, and today the country is one of the most remittance dependent in the world. Finally, as in many other countries around the world, the structural transformations in the Kyrgyz Republic have led to the services sector becoming one of the most important employers in the country.
3.
Employment outcomes have fallen short of expectations on at least four dimensions. First, job creation is not keeping pace with the rapidly growing population. Second, job productivity, or output per worker, is the lowest in Europe and Central Asia, and increasing wage rates are fueling concerns about eroding competitiveness. Third, job quality is a concern, with high rates of informality, temporary work, occasional work, and seasonal work. Finally, job inclusiveness is a concern because employment outcomes are weak for youth and women, and there is a lot of geographic variation in employment outcomes.
4.
Policymakers are confronting the question of how to improve employment outcomes because jobs are a sustainable path out of poverty and provide workers with more than a paycheck. Despite variations in the jobs challenge, jobs are the key to people working their way out of poverty and hardship. 4 Furthermore, jobs are key because they enable poor people to use their most abundant asset, namely their labor, to generate income. This income sometimes come from wage employment in the formal sector, but it may also come from wage or self-employment in the informal sector. These earnings streams are often sustainable avenues out of poverty. In addition, jobs provide more than a paycheck to workers, and in fact lead workers: skills acquisition and thus enhanced productivity; female empowerment; enhanced security through productive engagement of youth; and supporting social stability in conflict and post-conflict societies. 5 
5.
Policymakers in the Kyrgyz Republic have ambitious development goals to be achieved by 2040. The current Development Program of the Kyrgyz Republic (2018-2023) aims to be the first stage toward developing the country into: "a free country with a strong economy, high quality of life, competitive human capital and recognized new contribution to world's culture." To do this, the development program recognizes that "private sector leadership and technological breakthroughs" will be necessary. Private sector led growth, and technological progress can directly or indirectly impact employment outcomes in the country. 6 However, what has been lacking in the country is a comprehensive diagnostic of the jobs problem and a necessarily crosssectoral, coordinated, and evidence-based strategy to confront the weaknesses.
6.
Within this context, this report provides practical recommendations for a comprehensive approach to improving employment outcomes in Kyrgyz Republic. This report offers a snapshot of jobs in the Kyrgyz Republic, with a focus on the number of jobs available, labor market productivity and inclusiveness; it takes a closer look at where jobs are concentrated; and, identifies labor market demand, supply and matching constraints. Acknowledging the challenging economic and political environment in the Kyrgyz Republic, the report offers realistic policy recommendations for addressing some of the most critical issues to improving employment outcomes in the short run while noting that some policies will take time to develop and implement. The key messages of the report are elaborated on below.
Workers and potential workers in Kyrgyz Republic face challenging employment outcomes
7.
Job creation is not keeping pace with the rapidly growing population. Kyrgyz Republic's potential workforce is growing at about 2 percent per annum -faster than some of its neighbors in Europe and Central Asia. 7 Fertility rates in Kyrgyz Republic have increased from 2.4 in 2000 to 3.2 in 2014. An estimated 50,000 new entrants join the labor market each year. 8 By 2030, the working-age population is expected to reach around 4.6 million persons. 9 Job creation, though, has not kept pace with the increasing population. Between 2009 and 2013, job growth averaged only 0.9 percent per annum. 10 This has contributed to nearly one-third of the Kyrgyz working population to be inactive or not part of the labor force: 38 percent of these persons are in school, while the other 62 percent are neither in school nor working, which leaves 640,000 working age adults who are not engaged in productive activity and are not investing in their own human capital. 11 8.
Job productivity, or output per worker, in the Kyrgyz Republic is the lowest in Europe and Central Asia. Labor productivity, measured as GDP per worker, was about US$7,600 in the Kyrgyz Republic in 2014, while in the Russian Federation it was US$45,000, in Kazakhstan it was US$39,000 and US$11,000 in Moldova ( Figure A) . Furthermore, labor productivity growth in the Kyrgyz Republic has been averaging 4.3 percent per annum since 2005, which is low relative to other countries in the region. Increases in informality in the lowproductivity sectors of services and industry have contributed to the deterioration of national productive growth. 12 Despite slow productivity growth, real wages have risen robustly. The increase in wages has been largely fueled by strong wage growth in the construction and service sector. In the Kyrgyz Republic, the ratio of wages to productivity is extremely high ( Figure B ) relative to other CIS countries, and this could weaken external competiveness. 9. Job quality is a concern, with high rates of informality, as well as temporary, occasional and seasonal work. Permanent, or long-term contracts in the formal sector that provide regular pay are the most attractive to workers, but too many jobs are in the informal sector in the Kyrgyz Republic (48 percent of all jobs) 13 and make up nearly an estimated 19.9 percent of GDP, more than two times the 1995 estimate (8.4 percent). 14 . Contracts are often seasonal or short-term and proper receipt of payment is sporadic ( Figure C) . Informal sector workers do not have a labor contract with their employers. Exacerbating the problem with job quality is that 30 percent of all workers are seasonal; 6 percent are occasional workers; and 10 percent work on a temporary basis. Therefore, 46 percent of all workers have a job that is not permanent, most of which are in the informal sector. 43 percent of all jobs in the informal sector are seasonal, 9 percent are occasional, and 14 percent are temporary, i.e., two thirds of informal sector jobs are not permanent. Working under these conditions means that workers' security and welfare are unpredictable; their pay often does not constitute a living wage, and these factors leave them more vulnerable to poverty and shocks.
10.
Formal employment is largely concentrated in the public sector, with limited development of formal private sector jobs. In general, the formal sector in the Kyrgyz Republic is small and usually urban, the public sector makes up most of the employment (public administration, education, and health/social services). The recent Kyrgyz Labor Force Survey suggests that public sector employment accounts for only 20 percent of overall employment, 15 which is in line with OECD levels; however, this accounts for 60 percent of formal employment. The flipside is that 40 percent of employment is in the private sector, which represents about 11 percent of overall employment. 13 Note that this definition of informality excludes self-employed people. In Ajwad el al. (2014) self-employed people are also included in the definition of informality and therefore, the informality rate was 62 percent. 14 Asian Development Bank. 2014. "The Kyrgyz Republic Strategic Assessment of the Economy: Promoting Inclusive Growth." Mandaluyong City, Philippines. 15 Kyrgyz National Statistics Committee. 2016. 
11.
Jobs are not inclusive: employment outcomes for youth and women are weak and regionally concentrated, making employment challenging for certain groups. Labor force participation rates for women has slowly declined over the last couple of years and now hovers around 58 percent. The same can be said for youth, where participation decreased between 2009 and 2013 by about 6 percentage points from 51 percent to 45 percent ( Figure D) . This drop was not a result of leaving work to continue education as the number of working age youth not in education, employment or training (NEET) Job creation is limited to a few sectors, and is often not in the highest productivity sectors
12.
Formal, private sector employment is small, highly concentrated in urban areas, and is in a few sectors. Less than one-third of all workers are employed in the formal sector in the Kyrgyz Republic and most are in large enterprises. More than 60 percent of employment is in firms with 50 or more workers, and more than a third of employment is in firms with at least 200 workers ( Figure E 13. Firm size matters, with larger private, formal firms employing the most people; however, small-and medium-sized enterprises create employment, but rarely survive. Larger firms account for a higher percentage of employment in the formal sector than smaller firms ( Figure F) ; these larger firms are also more likely to survive. Despite this, they create little employment relative to output growth. Small and medium-size firms, on the other hand, provide many jobs in the private formal sector, and as such their role in the sector and their development is important. However, many small and medium size firms have been unable to grow or even survive, restricting employment expansion. Therefore, entry rates are strong for smaller establishments, but job creation is mostly in larger firms.
14.
In the Kyrgyz Republic, the agriculture, education, and mining sectors are most likely to hire new workers. Between 2009 and 2012, firms in the agriculture sector were the most likely to hire workers, with the education and mining sectors also revealing a high probability of hiring. 18 In the agriculture sector, hiring accompanied the increase in a number of new large farming activities between 2009 and 2012, and experienced growth. 19 More recent growth of 5.3 percent in the agriculture sector between the fall of 2014 and the fall of 2015 (growth rate of 5.3 percent) is also likely to have contributed to an increase in hiring. 20 Although the agriculture sector is usually associated with low levels of productivity, it supports community development and small rural livelihoods. Mining firms were 5 percent more likely to expand employment than other sectors, given the presence of growth; mining is capital intensive, but nearly half the mining establishments in the Kyrgyz Republic increased employment by about 41 percent between 2009 and 2012. Overall, additional information is needed to understand the future potential growth/hiring relationship in the mining and agricultural sectors. Source: Authors' calculation using data reported in World Bank (2015). 22
Labor demand, supply and matching constraints limit job creation, productivity, job quality and inclusiveness
15.
Labor demand is constrained by the macroeconomic outlook, ease of doing business and political stability. Since the late 1990s, macroeconomic indicators have improved; though, growth has fluctuated considerably over the last two decades largely due to political changes and instability, high dependence on commodity exports, and the country's overwhelming reliance on remittances. The inflow of remittances has created a foreign exchange surplus, triggering exchange rate appreciation and possible "Dutch Disease", possibly hindering the expansion of exports and reducing the country's competitiveness. Kyrgyz Republic is also perceived as having a governance issue, deterring business, limiting government effectiveness, and making it difficult to resolve legal issues. Additionally, institutions face many limitations to doing business including laborious efforts to paying taxes, long waiting times to get an electricity connection, and limited access to affordable finance (especially for small and medium enterprises).
16.
Connectivity barriers, including geographic access and information and communications technology (ICT) have also curbed potential enhancements in employment outcomes. The country has taken advantage of its geography through cross-border trading (CBT). Small enterprises/individuals import goods from China, Tajikistan, Kazakhstan, Turkey and other countries in Central Asia. In many ways, it has emerged as a major re-exporter or supplier of bazaar goods to bazaars in other Central Asian countries. The positive employment effects include people directly employed at bazaars as well as service providers and local suppliers for whom 21 World Bank the bazaar is often the only venue for their products. 23 That said, Kyrgyz Republic remains one of the most logistics-disadvantaged countries, even among landlocked economies. High transport costs increase the cost and impact of competitiveness and potential for economic diversification. ICT in Kyrgyz Republic is also costly and lacks the necessary infrastructure to thrive. Currently, more than 80 percent of the population would have to spend at least 10 percent of their household expenditure to obtain a basic mobile plan. 24 17. Notable obstacles are also limiting workers from labor force participation or improving their current employment situation. While there has been an increase in the labor supply, with youth and women making up the largest percentage of potential workers, social norms and other constraints prevent many from entering the labor force or improving their employment outcomes. Among these constraints are: childcare duties; lack of education and skills; legislative barriers; and, discrimination. Persons with disabilities also have limited access to jobs. In 2016, the Kyrgyz Republic estimated that there are more than 172,000 persons with disabilities (about 3 percent of the population) and this number is growing. 25 Critical to the inclusion agenda is creating and enforcing legislation that does not allow discrimination against people with disabilities in the workplace.
18.
Economic dynamism has led to a mismatch between jobseeker skills and employer needs. Kyrgyz firms are increasingly demanding higher-level skills. Figure G illustrates the change in an index of the skills intensity of jobs relative to 2006, measured in "centiles" (or less precisely, the percentile change in skills requirements in jobs). The graph shows that new economy skills have risen since 2009, with the largest increase between 2011 and 2012. In addition, the demand for routine cognitive skills has shown a subtle increase as well. 26 New economy and routine cognitive skills are often associated with services and manufacturing jobs, while manual skills are often associated with agriculture and retail occupations. The increase in demand for higher level skills is paralleled by a high percentage of firms claiming that lack of relevant job skills and education in the labor force was a great impediment to doing business. (Figure H) . 27 
19.
Attempts have been made to improve job-relevant skills through vocational and on-the-job training; however, many of the TVET schools remain out of touch with employer skills demands. As participation in tertiary education increases, secondary vocational training is declining. This is consistent with the structural shift in the labor market toward the services sector and like the experience of post-Soviet countries after the closure of some production facilities that were tied to vocational training. Many employers continue to recognize the professions that are offered in vocational training, as evidenced above by the better labor market outcomes for those with secondary technical/special education; however, standards and equipment have deteriorated contributing to outdated and low-quality content. 28 The agency responsible for vocational education and training has worked to improve connections with employers, but efforts are not considered widely successful. 29 Opportunities remain for increasing on the job training among existing firms as well as increasing skill knowledge in information and communications technology. Finally, information asymmetries in trying to match labor supply with labor demand as well as high levels of mobility have made it difficult to facilitate job matching. In the Kyrgyz Republic, there are deficiencies in job search methods and skill signaling among workers. Data indicate that almost half of the persons in the World Bank/GIZ survey experienced significant barriers to learning about vacancies, preparing a resume, performing an interview and getting good recommendations. Additionally, while internal and external migration has become an important jobs strategy for many in the Kyrgyz Republic, it has had an impact on employment outcomes in Kyrgyz Republic. Internal migration from rural to urban areas is much more common among women who are most likely to engage in small-scale and low-paid jobs in the services sector. Young persons, usually male, tend to move out of the country. Kyrgyz workers prefer to go to the Russian Federation, Kazakhstan, and to a lesser extent, Turkey, and the United Arab of Emirates. While there are relatively high levels of mobility both internally and externally, Kyrgyz Republic does not support the programs or policies to support improvements in employment outcomes and transition individuals after relocation.
Unleashing the Jobs Potential in Kyrgyz Republic

21.
This report provides a set of policy recommendations by taking a comprehensive approach to creating and sustaining improved employment outcomes. Policy recommendations are divided into three key areas: (i) increasing labor demand; (ii) increasing labor supply; and (iii) improving labor market matching. The policy recommendations target formal sector firm productivity, and may be equally useful when trying to increase informal sector firm productivity. It is worth noting that some recommendations may take several years to yield 
